By Betty €. Churchill vy

The Business Population by
Legal Form of Organization

THIS nrticle presents tha first comprehensive estimntes of
the legal form of organization of Americen business, The
fourth of a series of urticles ' describing the characteristics
of tha business population gnd its turnover, tha present, study
should previde a usefu! addition to the growing body of infor-
mation regarding American. enterprise.

The presant imporianca of corporations in the functiunin%
of the economy and their major rele in the vast growth o
American business in the past century is well established.
Corporations now eontribute neerly three-fourths of the total
notional incoms originating within the private sector of the
econainy, excluding agviculture and professional services fov
opin] gral’ailit.y with the business population series. In Lerms
of the number of businesses, however, thaz situation is re-
versed ; two oui of every thres are mdimidually owned, almost
one-fifth are partnerships, and only one-tenth of all frms are
corporations. I[n to the number of firms in operation,
the business population may be considered as dominatsd by
sinnl] proprietorships sinee more than half of al] firms have
fewer than four employess and are individually owned.

Chart 1 shows the striking difference betwoon the major
share of eorporntions in the total value of business activity or
in national mecome and the comparatively moderate propor-
tion which they conetitute of the number of firms in opera-
tion. Iven in retail trade, where unincorporated businesses
ountoumber corporations more than 15 to 1, the sorporate
share of national income is more than 40 percent.

The larger the size of the company, the less important are
proprictorzhipe and the more important are corperations.
Among firns with 20 or more employees, the b emn-
ployee size class considerad in the present study, lass lin
5 firme sre propristorshipe. In this size class, more than half
of the firms are incorporated, amd nerships ace somewhat
more humerous than propristorships. It should be nhoted that,
although more than hali of all g with 20 or mors sm-
E‘l_oﬂas are corporations, three-fotrrths of all corporations are

of smuller size.

Two out of three new firms individually owned

Nearly vwo ouf of every three of the 2.5 million new firms
formed during the period 1945-50 were individually owned,
one-fourth partnerships, and one-fifteenth were corporations.
The distribution of new businesses by (t!ypa of organization is
gean to bear a close resemblance to the distribution of existing
firms. Furthermore, although factors, such ns changes in the
industriel patierns of the business )Euptﬂat.inn itself and
modifiention of tax laws spplicable to businesses of different
types, could be axpected to affect the distribution of new
businesses by type of orgenization, there has been Litle
change during thiz pariod.
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The proportion of proprietorships among new firms has
remainad ‘Elil‘ljf constant over these yems though it was
comparatively low in 1846. BSince 1945 there has been a
gradual increase of a faw pereentage points in the proportion
of naw organized as corporations has bheen
offsat by a deeraase in the proportion of naw partnerships,

Chart 1 —Relative Importance of Corporations in Torms
of Income Originatiing and Nummber of Operating
Businesaes
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The number of new businesses within each of the types of
organization was highest in 1946, the yeur following the end
of tho war during which firm formation reached the record
high of $20,000 new businesses. Although new firms entered
the business population in about the same numbers during
1950 and 1045, the number of new corporations is surrently
45 percent higher.

Types of Orzanization Among Existing Firms

Teble 1 presents the number of firms in operation March
31, 1947 by type of ol;ian!zumn_un_d by industry, and tahle
2 shows percent distributions within types of organization
and industry divisions. More then two-thirds of all tha

in_operation ave propriotorships, almost one-ffth ara
partnerships, 10 percent are corporations, and less than 2

]



10 SURVEY OF CURRENT BUSINESS

percent are controlled by other types of organizntions,
Included in the “other types” are estates, trusis, raceiver-
ghips, and cooperaiives organized under specisl siats laws
rather than as corporations.

In terme of employment and volnme of business, corpo-
rations are the most important form of erganizasion in most
major industry divisions of the busipess population. Since
the corporate form as it exists today rests upon a bhody of
legislation largely formulaied during the last century, the
ﬁrowm of corporations in number and importancs cecurred

urine that time. The corporate form of o ization is wall
suited to large concerns sines it facilitates concentration
of large sums of capitsl by reducing the individusl investoar’s
visk to the amount of his investment, Prior to the general
svpilability to private business of the corporate form of
organization there was probably a period during which the
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larger firms tended to be partnaships which secured capital
by pooling the rescurces of individunls.

After an sxtramely rapid growth in the number of corpo-
rations in o relatively brief formative period, tha wmate of in-
crensy topered off and since the early 19007 has bgen only
mederately higher than the rate for the rest of the business
pepulation. ile dwing thi oéleriod the LaFMWth of the
eentiomy and the development of the capital markets may
have served s & stimulus to & move Tapid growth in the cor-
porate sectar of business, the incrcasing impartance of eor-
poration taxes—particularly since World War I-—opereted
a5 a very significant deterrent to incorperation, ospecisdly for
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emall and medium-size firms though probably not for the
emaller number of t concerns for which capital could not
be raised in any other manner.

A comparison of the number of corporate tax returns with
estimates of tha iotal business population 1809-47 ? indicates
that the proportion of corporations has increased only s few

ercentage pointa ovar this entire period. These date slse
indieste that corporations are ralatively most numerous dur-

" ing periods of depression aod proportionately lowest undec

favorable business condifions, reflecting the greater eyclical
etabitity of the larger firma,

The present study presents the nummber of firms in operation
by type of crganization as of 2 single dats, March 51, 1047,
Howewer, it is probable that the proportions of individually
owned businesses, partnerships, corporations and other t{pes
of organization are not mueh different at present.  The busi-
neas population has remained relatively stable in regard to
factors such as size, industry, snd geogrnphical region over
this pericd, and there is no reasen t6 expect groater varistion
in the distribution b;g type of business organizadion.

Drata on firms with at least one employes, prepared on &
sgmnle basis by the Burean of Old-Age and Survivors Ine

Table 2 —Pereent [hstribotion of Firme in Operation March X1,
1947, Wicthin Industry Dividdonz ond Trpes of Organization
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surance, show virtnally the same distributions by type of
Wuﬁnn in the t quarters of 1347 and 1948, The
atively constant percentages by bﬁr]y;pa of orgenization among
buosiness births aleo suggests stability smong existing firms
in thiz rezpect. ) ]
Uningorporated firms comprise o substantial mejority of
the total number of firms in operation within ¥ BYOry
industry for which separaie data are available. The two
axceptions are both in $he manufasturing division whare
more than half of the paper and allied products firms and
three-fifths of the firms in chemieals and allisd products sre
incorporated. It should be nnted that even m ndustrios
such as these where a large shate of toial owtput is concen-
trated n relptively few fitme, the proportions of unincor-
porated fivms are far from negligible. As would be expected,
among the maejor industry divisions the corperate percont-
ages are bighest for manufacturing and lowest for services
u.n% I:I:Mil trode. for the
corporate percentage for transportation, cormmu-
nication and other public utilities division is only slightl
higher than sverage; although virtually all reilronds an
other public utility firms ars Incorporated, firms engaged in
! Fr poars prior to IVH, the ™ Ralereieen Dok dnta pubbishod sonunly by Do amd B

wirivt, Inc. weno linked to the Oilles of Bmlopes Eeoniamics sarkos oo bbe tHal aoobor of Srms
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such activities s trucking and services allied to transpor-
ta,t-i?in_ aTe roole numereus snd predominantly unincorpo-
rated. .

Within the noncorporate sector of the business porulation,

roprietorships comprise the bulk of all firms i operation.
gartnerships are putnumbered by propristorships within
each indusiry for which statistics are separately available.
{See table 1) The ratio of artnmh&a to propristorshi
is highest within the manvfaciuring divizion, parnnulm
in the textiles and textile products and the stone, dey,
elazs praducts industries.

Chart 2.—Distribation of Firms in Operation aod of New
Business, by Type of Orzanization Within Employee
Size Clagses !
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The industry distribution of firms within the different
types of orgamzation is shewn in table 2. Although from
the point of view of number of firme the retail trade division
is dominated by unincorporated enterprises, it is of interest
that there sre more corporations in retail trade than in any
other mdustry division; almosi 25 percent of all corporations
are primerily en.g'&gd in retait trade. The proportion of
corporations is less than the general average in t industry
divisions: contract construction, retail trade, and the serviea
industries, The trade and service industries cleim eipht
out. of avery sleven unincorporated firms.

Comparison with Census of Manufactures

The 1827 Census of Manufnctures contains information
on establishments by legal form of orgenization. Within
each manufacturing industry the proporfion of establish-
meants conirolled: by corporations as shown by the census
exceeds the corporate percentage determined from the esti-
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mates of business firms ted here. However, there is
fairly close agreement between the arrangement of the
manufacturing mdvstries from high to low sorporaie per-
centages as determined from the two sets of data,

The explanation of the above results lies it the differences
in definitions and scope between the two sats of data. The
Bureau of the Census counts each manufecturing establish-
ment separately. The Office of Business Econontics, on the
other hand; eountz each firm ones even the it nay con-
trol more than one plant or establishrent; furthermore, in

Tabla 3.—Mumber of Firmae in (peration by Type of Organiza Hon.,
Sedected Induatey Divisious and Sizse of Firm. March 31, 147
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OEE statistics, u firm engaging in manufacturing would not
be included in this division wnless manufaciuring were tha
major activity of the firm 58 & whole. In 1947, manufac-
turing establishments wera not covered by the sensus unless
there was at least ona paid employes; no ent-off point based
on sizé of firm js employed in busmess population stotisties.
Each of these differences m seope and on would tend
to raise the corpornbe percentage as detezmined from cenaus
information on establishments over the percent corporate
determined irom OBE firma.

Size and legal form of business organization

Tha left-hand portion of chart 2 raveals the effect of firm
size ns mepstred Ey number of empleyees upen distributions
ol firms type of organization, Although individually
owpned businesses mmime nearly four-fifthe of all firme with
fewer than fowr emplcyess, the propristorship percentage
falls off rapidly and lass than onefifth of firms wi
twenty or more employees ars individually awned.

As the size of firm increases, proprietorahips end eorpora-
tiohs changs places, maling the pieture for firme with 0-3
employees the reverse of that found for firms employing 20
or more. The proportion of partnerships, elthough some-
what higher in the middle siza classes, i3 relatively constant
at about 20 percent. The similarity between the pabtern of
the smallest size class and that of all sizo combined
indicztes the exient to which the total number of firms in
the business population is dominated by small firms. FEwen
for firms in the class of £-7 employees, the patbern is con-
siderably modified, and roughly equal proportions of pro-
prie ipe and corporations are found within the 5-19

Em{lt?w gima cloes,
able 3 shows the number of firms in operation March 31,
1947 by kind of buainsss crganization and by size for selected
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Chart $.—Percent Distribution of Firms in Operation March 31, 147, by Type of Organizetion Within Total
Receipts Size Classes
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industry divisions as well as for the business population as ¢
whola.  Even in the service and retail trade divisions, whare
only & small proportion of firms are incorporated, corpora-
tions comprise between 40 and 45 percent of the firms with
20 or more employess. It should be noted that although the
total number of %’D‘kﬂ- in operetion decrenses sharply as size
of firm increases, raughly equal numbers of corporations ap-
pear in each of the ©ze classes shown. Although eorpora-
tions comprise the bulk of Jarge firms, three-fourths of all
orations have fowar than 20 employeos. ) ]
gt is of interest to note industry differences in tha dis-
tmbution of firms by type of orgamization which are appar-
ently independent of size. On an over-all basie, industry
differences in the distribution of finms by ci:iy*pf: of organiza-
tion cotld ba expected to follow from the industry differences
in sizé composition. Tr manufaeturing, for example, where
firme tend to be larger than average, a higher than everage
proportion of corporations would be expacted. However, In
manufecturing the proportion of proprietorships is lower,
and of corporations higher than ave not only for the
divizion as & whole but also within of the size classes,
In retail trade and the service industrics this situation is
raversad, ) Lo
In part this phenomenon may be cxplained by industry
variations in the average number of employees per firm
within empleyce size ¢lasses. A more important reason for
these industry differences in the distribution of firms by
tvpe of organization holding size constant probably lies in
tE]: naa in %usi.nasa cpulation statisties of employment as &
magzure of size. e amount of eapital reﬂ is ani im-
rtant factor apart from employment in determining the
epal form of organization of n projected business enterprise.
n industries sueh ag manofacturing where the investment
per employes tends to be higher than average, a higher than
average proportjon of corporations would ha expected within
ernpioyee size classes.  If size of firm were measured In terms
of total assets, on the other hand, it is Ekely that the industry
differences by size clagses in the distribution of firms among
the types 0¥ organization would be lessened. However,

varintion in the degree of risk associated with starting new
buginesses would give rise to some 1aduatry differences in the
proportiens of corporatlons within size classes,

Size as measured by total receipts

Ne breakdewn by type of organization is directly aenilable
within emplcge& sizeé closses for firms with 20 or more
employess. Sinee more detail for the larger firms could
thereby be provided, distributions were also prepared with
slze m by total receipis. These size distributions
exelude the “other” catepory, and were estimated ssparately
for propristorships, parMer&ﬂipB and cm%)mtim in operas
tion Mareh 31, 1847, from unpublished Bureau of Internal
Revenue data.* Although these estimates are anhject to
qualification, they are probebly adequate for the purpose
served o chart 2 which shows the parceniage of firns wathin
these types of organization by size of firm as raegsured by
total receipts.

A ro indisation of the relationship between the size
distributions by total receipts and by number of employees
is provided by the tabulation below which shows the total
reseipte which are approvimately equivalent to diffarent
employment levels:

TR

P 2odpl Tebrirud e Arst, 3
= Porinenthi ﬂm

4 35 36 a5

3 75 120 0

20 100 230 Dag

50 656 745 705
100 1, 200
500 5, 000
1. 000 19, 000

The ali t of firme according to eize as messured by
employment cannot be expected to precisely agree with an
alignment based on some other measure of size. Howewer,

*Far mgdmmhlns and pocthersdips the tumbor of G170 0 oporniben Macel 31, 1T
v distelbnend by botal reseipis acoording 1o BIE Afstabubiend of Orme En opovatbon ai
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the tweo distributions could be expacted to follow each other
in a eral way, especially if employment were closal
related to the second fector usad to measure size. Alt-hougﬁ
n firn which is “largs” with respect io total receipts iz not
necessarily “large’” with respect to employment, these two
attributes are probably closcly related, at least within -
dustries and types of organization.

The industry differences were ignored in deriving the above
equivalents; however, the relationship between total recsipts
and amployment was assumed to ba valid only within types
of organization for Il firms, since proprietors may con-
tribute ell or a substantial proportion of & small firm's total
labor in.put. On the other hand, this relationshiy was
extended to all types of izetion combined among large
firms sinee the labor contribution of any propristor is noces-
sarily proportionately small.

According to the above tabulation, firms with more than
FEO0 employees are roughly equivalent to firms with total
Teceipis exceading $5 million; more then nine-tenths of these
firma are incorperated, 7 percent are partoerships and only
L percent are individually owned. Ae belors, the partner-
shlé’ percentage is the least affected by differences in size,
and in general the patterns revealed by chart 3 sgree with
thoss obtained when size of firm was measured by smploy-
ment, However, the ncrease in the proportion of corpora~
tions associated with inereases in size of firrn iz mors gradual
than might be axpected.

New Businesses by Legal Form

EBusinaszs hirths by type of m&ﬂ.ﬂizat.iﬂn from 1945 through
the third quarier of 1950 are sbown in table 4. The senes
on new beginesseg pertains axclngively to firms which sre
newly established, since acquisitions of existing firms as well
nz shifts in typs of o tion are regardsd ss business
transfere. Ohwer this entire period, 2.5 million new brsinesses
were established, of which about two-thirds were propristor-
ships and one-fourth were parmm];:}:s; corporatlons repre-
sented 5 poreent and other (ypes organizaiion one-half
of one percent of the total,

Table 4 ~Number of MNew '.B-lnuimu by Type of Oygonleation
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New businesses were at the highest over-all level duri
1946, the year for which proprietorships accounied for tha
lowast proportion of the totol; efter 1946 the proprietorship

centﬂngradunlly ineressed and in 1950 wes slightly
E;ghar in 1945. Firms orgenized e corporntions are
points hugher, mhqiaﬁnﬂ.nﬁmhips
n fewr pointa lpwer, than In 1945, a change which appesrs to
bave gcourred g:ru.ciuu.]lfy. . -

Each of the types of organization has followed the move-
mente of the totel birth series sinee 1945. Within each type,
the pumber of new businesses hes dechned each yeor since
tha 19248 pesk, and the distribution of new firms by type of

aurrently a fow percen
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organization has voried only moderately since 1045 as ehart
4 reveals. However, new corporations have held up bebier
than new businesses of other types, and new partnairships
have fallen off more than average. .

Chart 4. ~Fercoentage Distribution of New Businesges, by
pe of Organization
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Crver the period for which information is available, the
distribution of new businesses by type of urﬁnizu,thn has
remained fairly stable in spite of factors which could be
expected to th&bout changes. This peried encompasaes
tha rapid growth dwring whish the boginess populstion
regoined the Josses suffered durimg World War IT, as well aa
more recent yeors duripg which the number of firms in
operation has varied only modars_uteli,

Lave also occurred in the fex stvucture during
this period, pariicularly the termination of the wartime excess
profite tax in 1946. Since the excess profits tax applied only
to corporations, there was some shifting away from the

rate form of organizoetion under its operation, ss well
as reshifting baok to the eorporate form upon termination of
this tax. wever, even corporsée new businesses are
chargeterized by a high proportion of small fismes and the
excess profits tax did not apply to the first 325,000 of taxable
income. As slrendy boted, changes from one type of crgan-
ization to another are comsidered transfers and have no
effect 1‘111}011 the business births series, though they oze
reflected in the distribution of axisting firms previously
prasented.

Comparison with external data

Relative movements in the saries on new corporations
presented in table 4 are in substantic] ngreement with those
ghown by the meorporations series eompiled by Dun and
Bradsireet and ruﬁuﬂy published in the statistical ngp&ndi:c
to the Symvey, wever, tha level of the Dun and Brad-
street seriez iz much higher; for the years 1946-49, there
were 2.7 times 45 mMALy Inoorporitions as new nor;iomﬁions.
The moat important reason for the diffarance in level between
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thesz two series s that in
shifts of exizting unincorpera
or reoTganiaation of existing corporations sre consid
transfere by OBE and exeludsd frem the business births
series. A less important reason for the difference in level
is the exclusion from the business populstion umiverse of
sgriculivral and professional enterprises.

An additional fuctor contributes to she difference in level
between the Incorporations and new corporations series
effect of which may be substential but which has not baen
precisely measured, Corporations are sometimes formed
which would net be considered “firms"” under business popu-
lation definitions. These *paper™ eorporations show no
employment, snd have no recognizable pluce of buxiness
regularly devoied o the business activities involved. Inm
gotpe cases the promotion of projected corporations was not
completed and the charter naver ox In other cases,
such corporations ere individuaslly owned and the entire
income i8 in the form of rents from small apartment houwsas
or other resl estate, A corporation may be sel up ic
conduct o single trepsaction which iz aceomplizshed in a short
pericd of time without benefit of paid employees, .

In Bureau of Infernal Revenue statistics such corporations
would tend to be classified by indusiry in the finanee, insur-
ance and resl estate division; 150,000 tax reburns were
submitied to the BIR by corporalions classifiad in this
industry division in 1947. The difference between this
figure and the OBE estimate of 76,000 corporations in the
finance divizion oz of March 21, 1047 gives & rough indiea-
tion of the importenee of this factor.

New businesses by industry and size .

Information on new businesses by type of organization
industry dimision and size is a.va.illgble only for the thir

uarior of 1950. These data are presented in tabls 5.with
Ehe size distribution shown for all mdustries and for selecied
industry divisions. A previous article on the business popu-
lation showed that the pareentage distribution of firms by
size underwent little change between 1947 and 1948 par-
ticularly when firms with 20 or more employees are combined
inte a single size clase; thore i little reason %o expect tha
current sze distribution to differ markedly from that
found for 1947. Sinee, #s has hesn noted, there is aleo
resson te belieTe the proportions of firms by type of organi-
zation are stable, it is probably permisaible to cornpare 1950
new businegsses with 1947 firms in operation. Chart 2,
which facilitates the comparison, demonstrates striking
gimilgrities butween new businesses and existing firms in
ragard to the patterns of firms by type of cresnization
within size closses,

Rate of new firm formation

Type of orgenization information for hoth firms it opera-
tion nnd new businesses is available only for the year 1047,
Shown halow by type of © ization are the number of naw
bueinesses during 1947 par 1,000 firms in operation March 31.
It should be noted that the relationship among grosy sniry
rates prosented below iz substantially chenged when size and
industry arve held constant, as will be discussed later.

rationa brought about by
firms to the corporate form

Tipa erorgonireion G Ty rats
Al A Pea e m - e e itmmaaes .2
Individogl, e s e iaiaammeaa 115
Pavtnership_____. o mmiemrrrmEE— oo o 1B5
Corpoeste .. ... P
LT 54

The entry rate for partnerships far exceeds that found for
firms of other type. The entry rate of Etﬁlpnetamhipa in
somewlat hirher than that of corporations and substantially
higher than that of other types of orgunizations. Thovgh pre-

Jue 1861

duely comparable data are not available for sther years there
iz evidence that these patterns in birth rates have cheracter-
ized the postwar pericd.

Table B —Mumber of New Businesses by m pamlzation,
Tadusiry Division, and Size of Finn for Sn sty IMvi-
plone, July-Septemmber, 1950 .
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1 Loz thet B0
Horg,—Datail will not maoeesartly sdd Lo totals heonas of reanding.
Sporat; 1F. 8. Doparbment of Comoercs, Crillos of BEndnes Reomcmioh.

As vious sriicles on the business population have
inted out, highly variable entry rates have &u hean found
etween industries, between mze classes and even between
aphical regions. The industrisl and size compositions of
& of different types of orgoanization have besn shown to
differ snd, hetice, gross birth rates shown sbove may
ilustrate Jitts more than various weightings of the same
besic eniry rates Tather than any inberent differences be-
tween Jfirine of different types of organization independent of
these and possbly other fectors. '

Entry rates holding size and ind.usnj’ constant

Examination of entry rates by the three-way classifion-
tion of size, industry snd type of orgenization eould ba
expected to indicate the separate effects of diffsrences in
asch of thesa factors wpon en rates. Unforfunately,
present data are not completely uate for this approach
to the problem. No injormation on new businesses by t{ﬁa
of organizatiom, industry and size ia availabls until the
third quarter of 1950; the only comparsble data for operating
businesses pertein to Mareh 31, 19471 difference in time
of mora than 3 years. Furthermore, in the csse of firms
in operaiion, some of the more aparsely popnlated cells of

way clazsifiention are subject to large aampling
elTors; within each size-by-industry classification ths distri-
bution of firma by type of organization depends upon a
sample of employers too small to yield precise estimates
within each cefi.
. Neverthelass, a study based upon present data does reveal
%ﬂ]ﬁcmt rarigtion in entry rates by induetry end by size.
8 effect of type of organization npon entry rates was less
(Conlinued on p. £5)
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Agricultural Prodoction and Income

{ Continuad fram p, 8)

of the price of the product o the price of feed, the more
favorable it is to inerease feeding €0 erpand meat, opg, or
milk produetion.

Sines such a comparison does not take into consideration
other coste of production, it is most meanin where foed
represents & high proportion of tots! costs. By this standard

comparison the hog-cora ratio is the most reliable of the
group, and over 8 long period of Fears changes in the size
of the pig crop havo been closely related fo changee in the
hog-corn ratio uf the time at which sows are bred for farrow-
ing. In recent months, the hop-corn ratio hes been about
aqual to the long-time aversge, which m view of the gradual
inerense in feeding efficiency, is favorabla for continved high
production. Moreover, it has been somewhat mere favornhle
ther the egg-corn ratio and the butterfat-corn ratio.

The beof stear.com ratic hae baen considecubiy Highes,
however, then the long-time avernge, and the favorable
heof steer prices have sccentuated the upswing in besf
cattle herds which bas been under way since 1948. For the
rather specialized beef steer feeding operntions, & caleulation
ineluding other costs, such as ths price of feader stears, pro-
videa a fuller cost=price picture, KFor mm‘rr::ftle, Dapartment
of Agriculture estimates of the margin of value of feed steers
over costs for yearlings purchnsed in the fall snd sold the
following spring show that fat steers sold in the sprieg of
1950 yielded a margin of $63.50 per head, the largest for
any eimilar period for which date ere aveilable. These
wige margins resulted from the very substantial rise in the
price of slaughter cattle d the feeding period. For
steers purchased as feeders in the latter part of 1950 and
marketed in March—April of 1951, the margin i about the

same o5 last year, and three times as great as the average
for the preceding 10 years.

Margins narrowed

Ceiling prices which slaughterers ma paty' for beef cattle
were announced on Apri by the Office of Price Stabiliza-
tion. These call for a reduction of about 10 parcent from
the price at the end of April during fme July and a
projected furthey 4¥ percent reduotion in .&uﬁt and a
third reduction of 4% percent in Oetober. Om basia of
these cali.ljga, tarmers salli:'].lfdst&ers purchazed last fall at
tha Jun eeﬂmﬁ wo hava a mavgin owver cost
of §47.70 per head, which is substantially lower than recent
margines but higher than in any jor to 1950, At the

jected August—September prices the margin iz $32 per

ead figured on the same basia.

Menawhile, the continuing high demand for finished beef
steers and the broad ma ovar eost for feeding such skeers,
brought a substantial rise in the price of feeder steers from
the latter part of 1950 to the carly months of 1951. Ana
result, there iz little or o margin on feeder sieere purchased
in $he first 4 moxihs of 1951 and sold at the newly established
¢oiling prices. The namber of feedsr cottls purchased n the
first 4 monihe of 1951—whilae larger than & year is pnly
o third as large as the heavy seasonal movement in the
October—December months of 195). A downwsrd adjust-
ment in feeder steer prices occurred quGWﬂi the ceiling
prica announgament for slavghter catile. Such a develop-
ment pointa towerd the establishment of more normal
margins for the finishing of eaiils for slanghter.

The Business Population by Legal Form of Organization
(Continued From p. 14)

clear when the anaiysis was based on all abservations; how-
ever, within the two industry divisions with the largest
number of firms—retail trade and the service industries—
the entry mate for corporations exceoded the dpurtnarship
rate, and both these types of orgenization tended fo have
much higher entry rates than proprietorshipe.

The lower entry rate for proprietorships as compared to
eorporations of the same size within these industries may be
stiributabls in part to the comparative availahility of invest-
ment funds, sinee it is possible under the corporate form to
draw on the enpital of 2 number of different individuals whe
may or may not desire to PMt:;]iPam directly in the aperation
of the enterprise. The capitel available to r proptrietor-
ship, on the ether hand, is limited by the funds the owner
has saved or can borrow. Alse of great mmporishce is the
fact that in corporntions the investor’s Hability is limited to
the amount of bis investment, Theee considerabions u:lf-
parently more than oifset the adventages which individuelly
owned businesses offer in the way of lower james, fower
regulations, snd divest and full control of the business by
the owner. It may be noted, however, that t0 some exten.t
the high corporate entry rate meay alse reflect the character-
iatics of the postwar pericd covered.

Tt might ba axpecied thes the partnership entry rate would
fall somewhere between the rates of proprietorships and eor-
povntions, Like proprietorships, pm-tnersluim may ba formed
with reiative ense and the hability, though lessened, extends
to engh ¢wnor's persenal asscls.  On tho other hand, partner-
ghips resemble the sorporate form sine: they do permit the

pooling of more then one individual's resources and risk is
Spr to some extent, In sddition, bowever, the partner-

hip form usually makes aveilable to the firm the workin

time and ckills of each of the psriners. That many o

these firms do not embrace the corporate form is probabl

atiributable to ihe fact that a partacrship may be mtmleg
with greater ease and less expense, and perheps most im-
portant, with 2 suhsaquent tax advantase.

Differentials in entey rates, even i they persist over long
periods of time, do nok necessarily imPIf a shifting in the
composition of existing firms by type of organization. In
tha cnse of corporations there is evidance that the proportion
of such organjzations in the total has undergone a long-term
gﬂdua.l incrense since the imitial E&riad of repid growth.

owever, it is not lenown whather there has beeh any eorte-

onding change in the proporiion of partnerships among tha
in operation.

TECHNICAL ROTES

‘Tho statistics presopted |o this arbicle are ortimaded withio tho fomnwords of the
Offos of Boslnesm Eceonomics sorées om the buslneas iﬁqlu.tl‘.on,. sl [ gonoral £he sourcE
nad metheds amplosd ts sdaptatione of these deser m the tachniial rodoe of the wiinla,
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